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Report Highlights:

Extreme drynessin Romania has contributed to low yields for both winter barley and
wheat for the 2002/03 crop. Harvested area is estimated at 296,000 HA for barley and
2.24 million HA for wheat. Post hasrevised down figuresfor yiedsto 2.2 MT/HA and
1.9 MT/HA respectively. Thegrain industry is expecting to import significant
quantities of wheat and flour in the coming months, asthisyear’s crop seemsto be of a
poor milling quality.
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W eather

Severe draught conditions in soring and summer, following awinter dry spell, have hurt grain and feed
crop development in Romania. Currently, the Nationad Meteorologica Ingtitute is reporting moisture
deficitsin al cered growing areas, peaking a 1600-2100 cubic meters/hain the south — east
(Dobrogea, Baragan) and in the western (parts of Banat, Oltenia) and eastern plains (Moldova). The
April ranfals were timdy, aiding the development of corn, but negatively impacted on qudity in the
case of whest.

Barley

Barley harvesting is reported to be 90% completed to date. The officid yied average estimate stands
at 2.2 MT/HA, on atota 296,000 HA to be harvested, resulting in atota output expected to hardly
exceed 650,000 MT. There are important discrepancies in yields among different regions of the
country, ranging from 0.6 MT/HA in Oltenia South West to 2.7 -3 MT/HA in North-East (Arad, Satu
Mare).

Barley from the MY 2002 crop was below local standards (54-58% hectoliter weight, as compared to
62-64%), 0 exporters will not be able to acquire large homogenous lots from the market. Current
FOB prices in Constantza port are $85-86/M T, corresponding to farm gate prices of about $70-
75/MT.

Barley socks are nearly exhausted and the recovery in the poultry sector will likely result in an
increased demand for corn (since barley is scarce) in the coming year.

W heat

The MY 2001/2002 wheat harvest in Romania began in late June and is expected to be completed by
the end of August. Post estimates this year’ s wheat crop will average yields of 1.9 M T/hectare, Snce
most of the whest is grown in the drought-affected regions (in the southern and western plains), with a
total production forecast at 4 MMT (as compared to the officia forecast of 5 MMT).

More than in the previous year, milling quaity wheat does not meet Romanid s standards, as reported
by traders and industry representatives. Romanian whest is sengitive to weather conditions . Qudity
whest is defined by loca standards as having a gluten content of 20-26 percent and protein of 11-13
percent. It is thus reasonable to expect sgnificant imports of wheet for blending and whest flour over
the current marketing year (traditionaly from Hungary), despite the officid pogtion thet Romaniais
going to be sdf-aufficient for this product. Mill demand stands at about 3.4 MMT. The Minigry of
Agriculture reports exigting inventories of about 2 MMT of wheat (30% higher than AgBucharest’s
esimate), but stocks are mostly feed quality.
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Moreover, according to Government officias, Romania could expect to export 1.0 million tons of
whesat about $110/ton, in order to cover the “cost of production”. Producers are unhappy with the
current domestic prices of about $85/MT. Thus the Ministry of Agriculture will provide storage
subsidiesfor 1.5 MMT of milling wheet from now through MY 2003 harvest (amounting to roughly $9
million from the FY 02 budget and, respectively, 2.5 million from the FY 03 budget). These subsdiesare
expected to contribute to substantial seasond price increases, the rewarding "commercid” producers,
who are digible. Under this gpproach the farmer has a choice a harvest time of sdlling at the market
price or placing the grain in storage a no cost, based on athe newly passed piece of legidation on
warehouse receipts. The GOR would like to provide seasond price stabilization viaa direct payment
scheme, under which the equivaent of about $28 million isto be dlocated for 3.5 MMT of whest.
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